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AGENDA TITLE: Recommendations Concerning Potential Revenue Sources
MEETIRG DATE: December 15, 1993
PREPARED BY: City Manager
RECOMMENDED ACTION: That the City Council hear the presentation of the
representatives of the O0Old Lodi High School Site
Poundation and take action as deemed appropriate.
BACKGROUND INFORMATION: Representatives of the 014 Lodi High School Site
Foundation will be in attendance at Wednesday night's
meeting to deliver a presentation addressing
potential new revenue sources for the City of Lodi.
Mr. Dennis Bennett, Foundaticn Chairman will make the presentation and a copy
of his prepared remarks is attached (Exhibit A). '
The Foundation will make no specific recommendations at this time as to
allocation of whatever additional revenue may be raised by action of the City
Council.
FUNDING: Not applicable
Respectfully submitted,
Thomas A. Peterson
City Manager
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City Manager i
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EXHL..T A

Lodi City Council
December 15, 1993
Opening Remarks & Business License Introduction

Mr. Mayor and members of the Council, my name is Dennis Bennett,
Chairman of the Old Lodi High School Site Foundation. The
Foundation Board of Directors have for some time been studying ways
to fund and complete the master plan at Hutchins Street Square. It
seems at this same time it has become very evident that there are
many, many needs in the community including completion of the
Boys and Girls Club facility that just recently had a ground breaking
for the construction of the shell of their building; Dowatown and
Cherokee Lane revitalization, as well as other infrastructure needs
like future repair or replacement of eastside sewer, water and storm
drain trunk lines; future park land acquisition; adequate future
funding for the parks and rec master plan; and potential future water
filtration systems, not to mention increased future Police and Fire
personnel.

We are here tonight not to discuss any specific project, but due to the
City's dwindling income, we are here to discuss methods to increase
the general fund and try to make the City of Lodi financially heaithy, so
that the Council in the future can fully act on the various needs
previously stated.

We have sought the advice of the City's Finance Director, Mr. Dixon
Flynn and we have some specific suggestions for the City Council.

The first would be updating the current City Business License Tax
Ordinance which was first introduced in 1948. It is well known that
this tax is extremely outdated and has many inequities to small
business.

The Foundation Board felt so strongly about the need to at least
review this funding source that the Board hired the consulting firm of
Ralph Anderson and Associates to do a full review for the City. Ms.



R R P

Suzanne Bragdon of Ralph Anderson is here tonight to go through the
report when | complete my comments.

The second suggestion is to create a citywide Lighting and Landscape
district which would include maintenance for all street lighting and
park maintenance. This has become very common in Cities
throughout California, and even San Joaquin County has Street
Lighting Districts and Community Service Districts for park
maintenance as in Weoadbridge and Morada that pay for these
services.

The next suggestion would be to investigate the feasibility of
increasing the real property transfer tax. This tax is paid to the County
Recorder upon the close of escrow on the sale of a property with a
portion going to the City. The City of Stockton and the City of
Sacramento have increased Real Property Transfer Taxes and is
substantial income to those cities. Ms. Bragdon's report contains
some basic statistical information regarding this tax.

The next suggestion would be to consider the implementation of a
utility users tax that affects all utilities provided with the City. It could
be structured so that there would be no net gain in the cost of city
utilities, but even a very, very small tax on the other utilities could
greatly help the Citv's General Fund.

This concludes my comments and after the presentation | would urge
the Council to direct the Staff to review the City of Lodi Business
License Ordinance and incorporate the suggested changes in the
report to bring it in line with reality. Also the Council should have staff
look into the feasibility of the other suggestions mentioned and
explore their implementation so that Lodi can survive the state budget
cuts and continue to serve its citizens.
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CHAMBER OF COMMERCE

TO: Lodi City Councilmembers

FROM: Lodi District Chamber of Commerce GTRC Committee
SUBJECT: Resolution Concerning Proposed Business License Fee Increase
DATE: December 15, 1993

At our committee meeting December 3, 1993, the following resolution was adopted:

RESOLUTION OF THE GOVERNMENT AND TRANSPORTATION REVIEW COMMITTEE
OF THE LODI DISTRICT CHAMBER OF COMMERCE.

The Lodi District Chamber of Commerce is, in general, supportive of the idea of a Business
License Fee review, but requests that the City Council delay action on a specific formula for
License fees until after the pending proposal for Cherokee Lane and Downtown redevelopment
is available, so that the needs of such projects can be determined and such information be used
in formulating any new ordinance dealing with Business License Fees.

It is the prevailing opinion of Chamber members that any new revenues that may be generated
by Business License Fees should be used for projects that will directly benefit business within
the City and not for projects that are generally considered Community Service or Social Benefit
projects.

et s fod Bt

ACCREDITED
f————

1330 S. HAM LANE e PO. BOX 386 e« LODI, CA 85241 « PHONE (209) 367-7840 < FAX (209) 334-0528
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Ralpk Andersen
& Associates

1446 Ethan Way, Suite 101
California 95825
(916) 929-5578

November 22, 1993

FINAL REPORT
RECOMMENDED FRAMEWORK
FOR THE CITY’S
BUSINESS LICENSE
TAX ORDINANCE

Crry or Lopr

Sacramento ® Dallas ®  Newport Beach




A

RESULTS OF THE LODI BUSINESS TAX STUDY:

AN OVERVIEW
- Ralph Andersen & Associates was retained by the Old Lodi High School Site
- Foundation to look at opportunities for increasing revenue generanon capabiht:cs
H} of the City’s current business license tax ordinance while improving equity and
administration of the tax. General findings and recommendations from the analysis
- follow.
5
=
- el THE EXISTING ORDINANCE
= e The taxing structure and rates have not been adjusted since 1948
bet
e Revenue generation as a percentage of general fund revenues is 5%, as
- reported in the 1991-92 State Controller’s Report, is significantly behind
et the Statewide average of 5.8% and the practices of area cities
; = = Because the basis of taxation is number of employees, revenues generatec
;o do not reflect changing economic conditions

, = Related to the above, annual growth of business license tax revenues have
T averaged only 2.5% during the past five years, which is significantly below
Statewide and area averages

[

e In terms of equity, the use of number of employees as a taxing base does
. not accurately reflect business volume or ability to pay.

THE PROPOSED ORDINANCE

m (Classifies all business activity into 11 broad categories of business to allow
for the application of varying tax rates and taxing measures

© 1326 Ethan Way Suite 101, Sacramento. GA- 95825 T | =1916)829-5575 .. (916) Y29-2075
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Results of the Lodi Business Tax Study:
An Overview
Page 2

s Relies on gross receipts as the primary basis of taxation to ensure equity
and to ensure revenues reflect changing economic conditions

= Includes a varying tax raie structure to reflect variations in profitability
and ability to pay

s Includes tax rates to generate (1) $1.1 million in revenue consistent with
Statewide averages, (2) $900,000 and (3) $700,000.

For more detailed information on the results of this analysis, please refer to the
body of our report dated November 22, 1993,
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CHAPTER I
INTRODUCTION

Ralph Andersen & Associates was retained by the Old Lodi High School Site
Foundation to develop and provide guidelines for implementing a revised business
license tax ordinance for the City of Lodi.. The current business license tax
ordinance for the City has not been reviewed or revised since 1948.- As a result,
there are significant opportunities to improve the ordinance in terms of equity,
revenue generation capabilities, and administrative ease. Based on the City’s
objectives, and practices and trends statewide in this field, we have prepared a
suggested framework for the revised ordinance. This Report presents our findings
and recommendations.

As an introcuction, this chapter contains:

» The background for undertaking the study
» Study goals and objectives
» Summary of current business license tax ordinance.

The current business license tax structure is summarized at the end of this chapter

to provide a basis of comparison between the existing and the proposed business
license tax framework.

BACKGROUND

Cities in California have had the authority to levy business license taxes for many
years. In the past, cities used a business license tax primarily for regulatory
purposes. As such, the amount of the tax was low and was primarily designed to
cover the cost of regulating certain business activities. Considerations regarding
internal equity of tax rates and taxing measures were not a concern. Neither were
issues regarding revenue generation or administrative simplicity.

Page 1



In recent years, ard particularly under the current budget constraints, cities in
California are utilizing the business license tax as a general revenue raising
measure. This trend reflects the interest of cities in developing a broader and
more secure revenue base. It also reflects basic changes that have occurred in the

State and loca! tax structure, including elimination of the business inventory tax,

themabihtvmadjustlomlpropertyandsalesmes,andthelossofstateand
federal subver ‘ons.

GivcnthattheCityofLodihasnotreviewed of revised its business licensc tax
ordinance since 1948, tax rates are low, thus negatively impacting revemne
generation capabilities. One of the objectives of the Foundation, supported by the
ChambcrofCommeroeandththy,xstouseaddmonalﬁmds through
revising the business license tax ordinance to improve public facilities. The end

result of this objective is beneficial both to the City and to businesses. In addition, -

the revised ordinance would create a "win-win" for the business community and the
City by improving equity, through treating similar businesses similariy, and
developing guidelinies to make the ordinance easier to administer and monitor
compliance. For all of these reasons, Ralph Andersen & Associates has been
retained to evaluate and revise the current business license tax ordinance.

STUDY GOALS AND OBJECTIVES

Recognizing that increasing business license tax rates without revising the basic
siructure of the tax could compound inherent weaknesses in the ordinance, all
comporents of the ordinance have been revised. In developing the framework for
the ordinance, three key cbjectives were identified. Thase include:

» Improve the equity of the business license tax including ensuring (1) that
similar businesses are treated similarly, (2) that the taxing structure reflects
general profitability and ability to pay, and (3) that all legitimate businesses
are clearly subject to the tax

w Evaluate alternative revenue capabilities
» Enhance administrative ease and compliance.

To facilitate review of the findings and recommendations contained herein, this
Report is organized into the following chapters:

B |
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Chapter I — Introduction
» Chapter II — Assessment of the Current Business License Tax Ordinance
Chapter III — Key Components of the Revised Ordinance

Chapter IV — Recommended Framework for the Business License Tax-
Ordinance

. C V — Administrative Considerati
8 Chapter VI — Assessment of the Proposed Ordinance

These end-products resulted from the completion of a series of different work
tasks, including an initial meeting with Members of the Old Lodi High School Site
Foundation and numerous contacts with City staff to confirm revision goals and
objectives. In addition, a comprehensive review and analysis was conducted of the
City’s current business license tax ordinance, supporting documentation was
evalnated, and a comparison survey of business license tax rates and total tax
structure ws also conducted. ,

To provide a basis of comparison, a summary of the key components of the current
business license tax ordinance follows.

As of October 1993, the City of Lodi recorded only 3,900 active business licenses.
For purposes of taxation, the current ordinance does not identify specific business
categories, with the exception of specialty categories shown in Exhibit I-A.

The primary fee schedule currently in place charges most businesses on the basis
of a bracketed average number of employees structure. This structure applies to
all businesscs except those listed in Exhibit I-A, which are taxed based on a flat
fee. In addition, there are businesses listed in Section 5.04.090 of the ordinance
that are exempt from paying a business license tax, including the following:

® Delivery businesses without a fixed place of business in the City
= Charities

» Religious, educational, fraternal, and governmental organizations
s Garbage collectors under contract or agreement with the City

» Utilities, banks and insurance companies.

Page 3
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EXHIBIT A - SPECIALTY BUSINESS CATEGORIES

Amusement rides and similar concessions, children's
Amusement rides and similar concessions, adults
Astrologers, Jortuneteliers

- Peddiers and . nd
Pool, biitards
Seimming pools
Theatsrs, occasional
Grape Festival (3)
(a) The Grape Festhal is also tawd On a fiat fee, but I3 descrided In Section 5.040.070 of the current ordinance.

Currently, the City taxes businesses with fixed places of business in the City, and
those with fixed places of business outside of the City differently. Exhibit I-B
illustrates the tax payments due for businesses inside and outside of the City.

EXHIT 1B - TAX PAYMENTS FOR BUSINESSES INSIDE AND OUTSIDE OF THE CITY
: m/«,;,%«‘wwvgxwﬁ-&mw%&&{\& wﬁé‘ww,& oy !W\W - ., W ? {
$15 per frat amployes | s%0per st employes
$3 per smployee for the next nine smployses $8 per smployes for the next nine smployses
$1 per smpioyes for the next forty smployess $2 per smployes for the naxt forty smployses
$0.50 per smpioyes, over fifty employses $1 per ampicyes, over fifty smoloyees

Sections of the City’s current business license tax ordinance that present the
various taxing schuuules are contained in Appendix A.

T iy
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Overview Assessment of t'ie Current Ordinance

CHAPTER 11
OVERVIEW ASSESSMENT
OF THE CURRENT ORDINANCE

Asthebasxsforrcvmngandxmprovmgthc City’s existing business license tax
ordinance, a comprehensive overview assessment of the current business license tax
ordinance was completed. The objective of the assessment was to identify the
areas of the current ordinance that could be improved in terms of equity, revenue
generation capabilities, and ease of administering and enforcing compliance.

This chapter presents an assessment of the current business license tax ordinance
relative to each of the concerns mentioned previously. To facilitate review, the
findings from this assessment are presented in the following sections:

s FEquity of the Current Business License Tax
» Ability of the Tax to Generate Revenue
s _Administrative Complexity of the Tax.

The overview assessment provides the foundation for the subscqucnt analysis
presented in the remainder of the report.

EQUITY OF THE CURRENT BUSINESS LICENSE TAX

As prcvxously indicated, special attention has been given to analyzing the general

equity of the City’s current business license tax. In evaluating this element of the
ordinance, the consultants have assessed whether or not similar businesses are

treated in a like fashion under the ordinance, whether or not tax rates reflect a
general ability to pay and whether or not all viable businesses are clearly subject
to the tax.

In analyzing the general equity of the current business license tax ordinance, the
following factors have been considered:

Page 5>



Overview Assessment of the Quorent Ordinance

» Nature of the current rate structure, including an assessment of the extent to
which it may be regressive

® Application of the rate structure to businesses generally, including an
assessment as to whether similar businesses are treated differently

® Nature of the current classification structure, including an assessment as to
whether similar businesses are treated differently

® Current tax rates, including an assessment as to whether taxing ratios and/or
tax rates reflect the variations in general profitability among broad classes of
business

lApphcaaonoftheamuordmmoetoclassaofbmgmatu
including an assessment as to whether significant business categories are not
presently subject to or are exempt from payment of business license taxes.

General weakness of the current business license tax in terms of equity that have
been identified are presented below and on the following pages.

The City’s bracketed employee taxing structure is regressive, and results in placing
a greater tax burden on smaller businesses with fewer employees. As indicated in
Exhibit II-A, as the number of employees increase, the tax rate per employee
declines, thus reflecting the regressive nature of this taxing structure. As indicated,
this type of taxing structure places a heavier tax burden on smaller businesses, with
fewer employees.

Page 6



Overview Assessment of the Current Ordinonce

The primarytaxingstmcmreusedinthcdty's_currcmordinance is number of
employees. With respect to equity, it is difficult to relate number of employees to
ability to pay. The result of this type of taxation is that businesses that are labor
intensive are penalized while those businesses having high profit margins but fewer
employees contribute marginally to the City’s business license tax revenues.

The current ordinance taxes businesses headquartered outside of the Gty
differently than similar businesses headquartered inside the City. This practice is
extremely inequitable. Whﬂesomcvanaﬁonsmaybewarram:dmeenam
circumstances, generally similar business activities should be treated similarly to
promote equity.

There are many instances in which similar businesses are treated differently with
respect to the basic tax rates that are levied. For example, there is a $5/month flat
fee charged for amusement rides for children, while businesses pay a $10/month
flat fee for amusement rides for adults. The table in Exhibit II-B illustrates cases
where these type of inequities exist, i.e. variations in tax rates despite the similarity
of business activity. The table is not intended to identify all cases where these
types of inequities exist.

It should be noted, however, that variances between similar businesses in some

areas may be warranted and encouraged, especially when regulation of a specific
business activity is necessary. However, such variances are not always justified and
raise concerns of equity.

EXN!BITI-B WWMTM! NOTTREATED BMLMLY

Amusement Rides Amusement rides for children's ($5/mo.). mmmm B10/mo.)

Bowling Bowiing ($24 /yr) vs. Bowling and Pool or Billlards ($30/yesr) va. Pool, Billlards {24 /\r)

Junk Dealer Junk Dealer—residents ($15/quarter) vs. Junk Dealer-non-residential ($30/quarter)

Peddiers Peddiers & Solicitors ($10/cay) vs. Peddlers & Solicitors, personally manutacturing
9o0ds of products ($8/quarier)

Camivals and Camivals {$100/dsy), Circuses and Side Shows ($30/day) vs. Lodi Grape Festival and

Clrcuses National Wine Show ($25/day)

Page 7



Business license tax ordinances typically group similar or related businesses into
logical categories or classifications for purposes of taxation. From the standpoint
of equity, classifications are used because they permit a different tax rate or basis
of taxation to be applied according to the profitability or nature of a particular type
or classification of business.

In Lodi, there are no business categories to reflect major business activities in the
City, thus the City does w0t have the flexibility to apply differing tax rates based
on profitability and ability to pay. This potentially places a higher tax burden on
those businesses that have lower profit margins than might otherwise be warranted.

Although engaged in profitable business activities within the City, some businesses
are not clearly subject to the payment of a business license tax. Because there are
no specific business categories outlined in the ordinance, some businesses may
obtain the impression that they are not subject to the business license tax.
Examples of businesses operating in the City that presently pay no business license
tax include the rental of residential and non-residential property.

In the current ordinance, public utilities, garbage collectors, and delivery businesses
are exempt from paying a busiress license tax. Because these are viable business
activities, this raises concerns of equity. There are no legal stipulations that refrain
these business from paying a business license tax.

¢ ¢ o

In summary, opportunities clearly exist for improving the overall equity of the tax
by modifying the current classification system, taxing measures and tax rate
structure.

£
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Overview Assessment of the Current Ordinance

ABILITY OF THE TAX TO GENERATE REVENUE

A second issue that has been explored in reviewing the effectiveness of the current
business license tax ordinance is the ability of the business license tax to generate
revenue for the City and reflect changing economic conditions. Other issues
involve the basic competitiveness of the tax with selected cities for comparison
purposes. . ’

In analyzing these issues and concerns, the following factors have been reviewed:

s Comparison of the relative importance of the business license tax as a
mmwﬂwdqinwmpmmmwmm

. Ahistaicalmiewmdcmnpmitonaffevenuegzmﬂhundertheamu
business license tax ordinance and in relationship to selected comparison
PR3 . X

® Nature of the current rate structure, including an assessment of the extent to
which it is or is not likely to reflect economic growth and changes in the
economy generally -

® Nature of current business license tax rates, including an assessment of their
ability to generate revenue for the City.

The following cities have been selected jointly with City staff for purposes of
evaluating the City’s competitiveness:

s Davis » Sacramento
s Galt = Stockton

& Manteca s Tracy

s Modesto s Woodland
= Roseville » Yuba City.

To facilitate review, analysis of the ability of the City’s business license tax to
generate revenue is presented in the following subsections:

® Business License Tax Revenue In Relationship To City General Fund
Revenue

u  Business License Tax Revenue Growth

& Comparison of Lodi’s Business License Tax Rate Structure with Comparable
Citi

Page 9
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s Comparison of Total Tax Structure of the City With That in Comparable
Citi

» Revenue Generation Capabilities.

Tables and graphs have been prepared, as appropriate, to illustrate the findings in
each of these areas.

Based on City records, revenues generated from the business license tax in the City
of Lodi represented 0.5% of the City’s total general fund revenues. This is based
on total business license tax revenues of $94,692 against a general fund of
$17,524313. In comparison, business license tax revenue as a percentage of
general fund revenues represents nearly 5.8% on a statewide basis.

Exhibit II-C1 provides information on business license tax revemue relative to
general fund revenne for the comparison cities noted previously. In that the most
recent State Controller’s Report available is for 1991-92, this year was selected for
comparison purposes. As indicated in Exhibit C1 and presented graphically in
Exhibit II-C2, business license tax revenues as a percentage of general fund
revenue in the City of Lodi falls significantly behind the survey average (3.2%) and
the survey median (2.8%).

EXHIBIT B-C1 - BUSINESS LICENSE TAX AS A PERCENTAGE OF GENERAL FUND REVENUE
Davie 530,124 18,222,804 3.3%
Galt $7.558 3,154,063 3.1%
Manteca 283,253 8,830,363
Modesto 4,808,001 55,588,772 8.7%
Rosevilis 242,290 25,855,587 %
Sacramento 3,961,009 157,100,962
Stockton 4,733,390 80,132,277 5.9%
Tracy 248,578 12,950,783 1.9%
Woodtand 73,341 13,760,282 5%
Yube City 200,877 10,824,037 1.9%
Statewide 585,383,182 10,078,148,441 8.8%
" " ..524'.313,‘/

{a) Source: Financial Transactions of Cities, State Controllers Report.
(b) This figure was provided from the Clty and includes In lieu’ taxes that are also past of the enterprise fund.

Page 10
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Overview Assessment of the Qurrent Ordinance

B0IBIT 11-Co--SURVEY AGENCY TRENDS
BUSINESS LICENSE TAX AS A PERCENTAGE
OF GENERAL FUND REVENUE

1K

!

1777727

i

Lot 5%
Survey Average 2%
Survey Median 28%

[ 4
H

Hif

Based on this one piece of information, the City has significant opportunities for
increasing business license tax revenues. If the City’s business license tax as a per-
centage of general fund revenues was brought up to the Statewide average, the City
could raise approximately $1.1 million in business license tax revenue.

BUSINESS LICENSE TAX REVENUE GROWTH

Exhibit II-D shows that business license tax revenue growth in Lodi was slower
than all of the survey agencies between 1986/87 and 1991/92, with an average
anmual growth rate of 2.5%. The data compiled from the State Controller’s report
indicates that the average annual growth rate of the survey agencies ranged from
6.1% in the City of Davis to over 41% in the City of Manteca. Excluding the
Statewide average anmual growth, the survey average business license tax revenue
anmual growth rate over five years was 16% and the survey median average annual
growth rate was 13.4%.

DGUBIT 3#-D - BUSINESS LICENSE TAX GROWTH TRENDS:
CITY OF LODI AND COMPARABLE CITIES (s)

Davis 406,148 530,124 8.1%
Galt 58,413 97,556 13.4%
Manteca 92,250 283,253 41.4%
Modesto 3,210,618 4,808,601 10.0%
Roseville 145,598 242,290 13.3%




Overview Assessment of the Current Ordinance

DGUBIT §-D - BUSINESS LICENSE TAX GROWTH TRENDS:
CITY OF LODI AND COMPARABLE CITIES (a)

L el
w 2.878,562
Stockton 3,001,928
Tracy $2.208 248,578 . 334%
Woodiand 42,184 73341 ' 14.5%

The nature of an agency’s business license tax rate structure directly impacts the
ability of the tax to reflect changing economic conditions. This is clearly reflective
of an analysis of the City’s tax rate structure as compared with the practices of the
ten selected survey agencies. Four of the survey agencies tax their major business
categories based on gross receipts, while two agencies, City of Sacramento and
Modesto, use both gross receipts and average number of employees as their taxing
measure. The City of Galt and the City of Tracy primarily tax businesses based
on average mumber of employees. The City of Woodland taxes businesses based
on a flat fee and the City of Roseville uses varying taxing measures including flat
fees, average number of employees, and gross receipts. These results are depicted
in Exhibit II-E1, with the detailed survey results presented in Appendix B.

As is shown in Exhibit II-E2, with the exception of Yuba City, all of the survey
agencies who tax their businesses based on a gross receipts taxing structure are at
or above the comparison survey average of 3.2% regarding business license tax as
a percentage of general fund revenue. The City of Yuba City currently taxes
businesses based on gross receipts, but the figure reported in the 1991/92
Controller’s Report is based on a bracketed Gross Receipts/Flat Fee tax structure.

Page I2
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Overview Assessment of the Current Ordinance

eomu-zt WAGENCVTRENDS. WBASBOFTAXATIO“

Business License Tax as & Percentage
of General Fund Revenue 1991/82
Dasis of Taxation Percentage

Lodi ANE 0.5%
Davis ANE 33%
Galt GR 3%
Manteca GR 32%
Modesto ANE/GR 87%
Roseville ANG/GR/Flast 0%
Sacramento GR/ANE 25%
Stockion GR 59%
Tracy ANE 1.9% -
mm G:l/::i”ho 1% e Do Eece o~
ANE = Average number of empioyees
GR - Gross Recelpts

(q)hmvmvw-aymwmmwmbuhmdm The Chty hes
recently revised ks ordinance, and groes receipts is the primary basis of taxation.

In revising the business license tax ordinance, careful attention is being paid to the
impact that the current business license tax has on cneouragmg or discouraging
new businesses from coming into the area or influencing existing businesses to stay.

Recognizing that other taxes also have the potential of impacting growth and
development in the City, the comparable cities previously referenced were

contacted and information was collected on other local tax sources utilized and the
respective rates applied. The specific tax sources surveyed include:

s Property Transfer Tax
s Utility Users Tax
s Transient Occupancy Tax.
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Overview Assessment of the Current Ordinance

In reviewing the local tax sources other than the business license tax, ths City’s tax
burden is competitive with the comparison agencies regarding the property transfer
tax. Regarding the utility- user tax, half of the surveyed agencies levy the tax,
ranging from 5% in the City of Roseville to 10% in the City of Manteca, and half
of the agencies do not levy the tax. The transient occupancy tax ranges from 6%
to 11.5%. These results are summarized in Exhibit II-F.

SUMMARY

In summery, based on the analysis presented in this section, the City’s current
bummhcmsetaxsuucmreunctaneﬂccnvcrcvcmwgmhngm In
~ comparing the City’s revenue generation capabilities with wghbonng cities, the
following observations can be drawn:

» Resulting business license tax payments due are generally low in relctionship
to the comparison survey agencies due to the regressive per number of
employee taxing structure and due to the fact that the rates have not been
adjusted since 1948.

» Business license tax revenue as a percentage of general fund revenue in Lodi

in 1991/92 was significantly less than the overall survey average and the
survey median.

» Business license tax revenuie growth is less than all of the survey agencies due
primarily to the low tax rates and the bracketed per employee taxing
structure.

® The overall tax burden in Lodi, excluding the business license tax, is less
than comparison survey agencies in that the City does not levy a utility users
taxmdthebasetrmauocazpamytaxulasthmthemajomyofthe
comparison survey agencies.

Compounding the equity concerns with the revenue generation shortcomings, the
City has significant opportunities to improve the ordinance.

ADMINISTRATIVE COMPLEXITY OF THE TAX

A final question that has been explored relative to the current business license tax
ordina: ce is the question of administrative complexity. Concerns focus on the ease
of administering and complying with the provisions of the tax, as well as the cost
of administration and compliance for both the City and ti>e business community.

Page 14
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Overview Assessment of the Current Ordinance
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Overview Assessment of the Qurgent Ordinance

In analyzing these components of the current business license tax ordinance, the
following factors have been considered:

s Organization and format of the current ordinance
s ) .ength and complexity of the current ordinance

s Extent to which the current ordinance includes all provisions necessary for
proper understanding and administration of the ordinance

s Extent to which application of the ordinance to various classes of business
is documented and consistently applied

. Enaumwhwhmmsmpbﬁnzgcompwmonmzdpmafthetaz
are included in the current ordinance

» Enforcement of the current ordinance.

Although the ordinance is generally complete and the length of the documen is
manageable, there are opportunities to enhaace the ease of administering and
complying with the business license tax ordinance. These areas are highlighted
below and on the following pages.

®» No Business Classifications — The current ordinance does not have
designated business categories for businessss taxed based on average
mumber of employces. Administratively, this may create euforcement
challenges because viable business may obtain the impression that they
arccxchxdedﬁ‘ompaymgabummhecnsctax. Development of business
classifications will not only improve the equity of the ordinance, but
likewise will improve administration of and compliance with the
ordinance.

* Provisions In The Ondinance Are Excluded —In some areas, key provisions
supporting other components of the ordinance are excluded. Examples
include the following.

— While the ordinance includes a provision for examination of
records, there is no provision in the ordinance guaranteeing
confidentiality. Because the ordinance indicates that the City has
the authority to " . . . examine any papers, records, and memoran-
da..." (Scction 5.04.340), there should also be a provision that
ensures that the Collector or designee, will not make known the
business affairs, opsrations or information obtained from the
examination, except as it relates to the business license tax paid.
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Overview Assessment of the Current Ordinance

— The current ordinance does not include apportionment guidelines.
By developing constitutional apportionment guidelines, the City
would ensure that undue burden would not be placed upon
interstate commerce or be violative of the equal protection and due
process clauses of the Constitution of the United States and the
State. This provision would also alleviate inequities that currently
exist with taxing businesses with fixed locations in the City differ-
ently than those with fixed locations outside of the City.

—There is no clear definition in the ordinance of the designated
*Collector” of the business license tax. In describing enforcement
powers, the Director of Finance is referenced (Section 5.04.360),
however no specific section defines the Director of Finance as the .
Collector. Should a business owner have questions or concerns, it
is not clear where they should be directed.

Definition for Average Number of Employees — The definition for average
number of employees (Section 5.04.020) is cumbersome and would be
difficult to administer and enforce. The formula described for determin-
ing average number of employees with businesses fixed in the City could
be more clearly defined by indicating the number of hours or days used
in the formula, rather than referring to ® . . . customs or laws governing
such employment.” For the businesses with no fixed location in the City,
the three days mentioned in the definition is not referenced in any other
place in the ordinance, therefore is confusing. With the language being
both confusing and cumbersome, businesses may not comply.

There Is No Administrative Fee For Issuing Licenses — The business
license tax ordinance does not include a provision for charging an
administrative fee for processing business license tax applications. For
businesses that are exempt from paying a business license tax (Section
5.04.080) and home occupations whose annual gross receipts are less than
$3,000 (Section 5.04.080), a business license is required. Given that
processing the application and preparing the license takes staff time, an
administrative fee to cover these costs could be assessed.

General Lav-Out of Ondingnce — The general flow and layout of the
ordinance is cumbersome because administrative and reveaue raising
sections are combined. In order to make the oidinance easier to read,
thus easier to comply with, administrative and revenue raising provisions
should be separated. Each of these sections should be clearly highlighted.
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Overview Assessment of the Current Ordinance

SUMMARY

Based on these findings and observations, the framework for a revised business
hcememmdmancehasbeenpmpared. The recommended revisions improve the
equity, adnnmsmﬂon/comphancemdrevemegeneranoncapabﬂmuofthe
existing tax. .. The key components of the revised ordinance-are:

(]xaptcrﬂLm!hasnmmaryofresulnngtaxtatestmcmremdndcdmChapteer
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Key Components of the Revised Ordinance

CHAPTER 11
KEY COMPONENTS OF
THE REVISED ORDINANCE

To develop a framework for the revised ordinance which addresses the observa-
tions regarding equity, administration/compliance and revenue elasticity identified
in the overview assessment, the framework for the revised ordinance must:

s Include a system for classifying businesses
» Identify taxing measures for each business classification
s [dentify taxing ratios between business classifications.

Recommendations in each of these areas are presented below and on the following
pages. The resulting tax rate structure options are presented in the next chapter.

BUSINESS CLASSIFICATION SYSTEM

The business classification system refers to the different categories of business
activity identified in a business license tax ordinance for purposes of taxation, The
business classification system is important from the perspective that it:

s Allows application of varying tax measures
a _Allows application of varying tax rates
» Assures that all business activities are taxable.

Classifications are used as a means of grouping similar or related businesses into
logiczl categories for purposes of taxation. From the standpoint of equity, they are
used because they permit a different tax rate or basis of taxation to be applied
according to the profitability or nature of a particular type or class of business.

Fage 19
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Key Components of the Revised Ordinance

Cities have considerable flexibility in the way in which they classify business for
taxing purposes. As indicated in a League of California Cities report on this
subject:

“The restriction that license taxation shall not deny equal protection of
the laws does not require the adoption of an ironclad rule of equal
taxation, nor prevent differences in taxation, discretion in the selection of
subjects, or classification for taxation purposes of different businesses, t
rades, and professions. The only requirement of the constitutional
provisions is uniformity in the operation of the taxing power and this
requirement is satisfied when the charge is uniform as to the class to w
hich it applies. Thus, while a licensing ordinance may not discriminate
in the burden of the charge placed on those exercising the same
privileges, in the same manner within the same jurisdiction, the legislative
body may classify business carried on within its limits and impose a
license tax on all those naturally falling within such class different in a
mount from that charged those within all other classes, fixing the differ
ent charges on the separate classes by any standard which is fair and
reasonable and not confiscatory.”

“A legislative body has wide discretion in the imposition of license taxes,
and the right to classify for such purposes is of wide range and flexibility.
Unless unreasonableness plainly appears, the determination of the
legislative body is final. But classification may not go to the extent of
being a mcre subterfuge for legislation direction against a particular group
of taxpayers.”

The City’s current ordinance does not have categories describing major business
activity. Because of this practice, all businesses are treated the same, thus the
ordinance does not take into consideration profitability or ability to pay. In
: ensuring that the revised ordinance is equitable, and to enhance the ease of
administration, a sound business classification system must be developed.

In desigaing the new classification system, the following factors have been
considered:

® The number of business classifications to ensure that they are not too
numerous to negatively impact administration and enforcement

= Business groupings and consolidations to ensure that similar businesses are
treated similarly

® Individual business categories to reflect unique administrative considerations
and variations in profitability
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Key Components of the Revised Ordinance

» Total business classification system to ensure that all legitimate businesses
are clearly subject to the tax.

Based on an analysis of current businesses in the City, and using Standard
Industrial Codes, Exhibit ITI-A1 presents the recommended business classification
system.

Exhibitm-Amemaﬁzeshowthespedaltybusinesscategoﬁcsinthecuncm
ordinance have been consolidated into the recommended business mtegones. A
few of the specialty categories will be included in the regulatory portion of the
ordinance that is currently being prepared. In addition to the 11 business
classifications recommended, the revised ordinance should include a "catch all®

classification designed to apply to all businesses not specifically covered by other
parts of the ordinance.

EXCHIBIT B1-A2 - MERGING OF SPECIALTY BUSINESS CATEGORIES
INTO RECOMMENDED BUSINESS G.ASSiﬂCATlONS
R R mwﬁl%j ﬁm m~ ” n}t‘ﬁé:-""

Bowling & Pool or Billiards

Circuses & Side Shows

Crane, saw or grab machines

Dances Recreation & Entertainment
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Key Componénts of the Revised Ordinance

DXHIDIT 542 ~ MERGING OF SPECIALTY BUSINESS CATEGORIES
CLASSIFICATIONS
: H#%»%WWI " ‘?MI #ka
Rezreation & Entertainment
Rotal
Retad
Retall
Peddiers & Soliciors Regutatory
Peddiers & Soliciiors, personally manutactured goods | Retall
Of Produce
Pools, BRiarde Recreation & Entectainment
Swimming Pools Recreation & Entertainment
Theaters Recreation & Entertainment
Grape Festival Reguiatory

The business classes recommended to be included within the classification structure
have been developed to:

s Ensure that all businesses operating within the City are clearly subject to the
tax

s Ensure that similar businesses are treated similarly

» Allow for the use of alternative taxing measures for unique situations

u _Allow for the application of variable tax rates that reflect profitability.
Definitions of the primary business classifications are presented in Appendix C,

TAXING MEASURES

Based on the general practices of cities throughout California, alternative tax
measures available to the City of Lodi include:

® Flat fee = Gross receipts
® Average number of employees & Gross Payroll
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Key Components of the Revised Ordinance

The advantages and disadvantages of each are summarized in Exhibit III-B
General observations are presented below.

SUMMARY ANALYSIS OF ALTERNATIVE TAXING MEASURES

linked %0 addition of

new businessss and
new empioyess
Gross Receipts Acourstely reflects Potentialty more Strong: reflects changes
differences In business complex, but can be in volume and value of
volume moderated as a matter of | goods
policy
Gross Payroll Moderately regressive Simple Moderate; reflects
changes In volume and
wage raiee

s Flat Fee — The use of flat fees as a taxing measure is most often defended
on the grounds that it is the least complex of the available alternatives to
administer. Because no computation is involved, there is little compliance
cost for business. Similarly, the tax is relatively easy and inexpensive for
the City to administer. The use of flat fees can make revenue estimating
easier, and it can be a particularly effective manner of taxing certain
businesses where enforcement might otherwise be a problem.

On the other hand, the use of flat fees can result in a highly regressive
rate structure because the same fee is applied to a variety of businesses
without any consideration of business of volume or the profitability of
those businesses. As compared tc other measures which more accurately
reflect business done within the City, flat fees can be particularly unfair
when applied to those doing limited business within the City.

Furthermore, the use of flat fees does not provide the City with a revenue
source that adjusts to changing economic conditions. Not only do flat
fees produce less revenue initiaily than other alternatives because they do
not measure price or volume of goods produced, but they are deficient in
terms of growth in that additional revenue is only produced for the City
through an upward adjustment of license fees or an increase in the
number of firms doing business in the City.
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Key Components of the Revised Ordirance

Average Number of Emplovees — From the standpoint of levying business
license taxes for revenue-raising purposes, the use of average number of
employees is superior to a flat fee because increases in revenue yield are
not entirely dependent on the addition of new businesses to the communi-
ty. Rather, reverues grow as employment increases.

As compared to a flat fee, the use of average number of employees also
does a better job of distingnishing between businesses for taxing purposes
by providing a rough measure of business volume. Furthermore,
employers have little difficulty computing average number of employees
because they are presently required to keep records for social security and
withholding purposes. From the standpoint of the City, few administra-
tive problems are encountered.

While the use of average number of employees as a tax measure is
substantially better, in most cases, than a flat fee, it does have problems.
With respect to equity, it is difficult to relate average number of
employees tc ability to pay. Furthermore, while it does provide some
measure of business volume, it tends to penalize those businesses that are
labor intensive while virtnally ignoring those having high profit margins
but few employees. If the tax rate declines as number of employees
increases, then the business license tax structure can become highly
regressive.

Gross Receipts — From the standpoint of equity and developing a tax that
reflects changes in the economy, gross receipts is clearly advantageous.
Not only does this measure of taxation offer a broad tax base, thereby
permitting the City to raise revenue from this source based on relatively
low tax rates, but it also allows for reasonable revenue growth without
adjusting tax rates, inasmuch as it is responsive to overall changes in the
economy.

Although more complicated than a flat fee, taxpayer compliance is not
unnecessarily complex. As indicated in a recent survey conducted by
Ralph Andersen & Associates on business licensing practices and policies
throughout California, gross receipts is the most common and preferred
method of taxing major business activities such as retailers, wholesalers,
manufacturers, contractors, service industries and professionals. Because
the tax is levied against only that business which is done within the City,
the use of gross receipts assures that double taxation will not occur.
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Kev Components of the Revised Ordinance

« Groxs Pgyroll — Unlike gross r=ceipts which takes into account both
changes in price and volume of goods, gross payroll as a tax measure
accounts only for changes in wage rates. While this can minimize the tax
obligation to a business and the resulting tax revenue to the City, the
crosion of taxable base may be offset by the fact that administration is
less costly anil complex. As compared to some of the broad tax measures
described previously, gross payroll can be more limited in its application
in that it is only a practical alternative with respect to those classes of
business that employ sufficient persons to make gross payroll a realistic
tax base.

 Other — Local agencies have used a wide variety of other tax measures in
specialized circumstances including sumber of vehicles, seating capacity,
number of units, and square footage. Some have even expressed interest
in net income as a basis for taxation. While this type of approach is the
most equitable, State law presently prohibits agencies from imposing a tax
based on net income (refer to Section 17041.5 of the Revenue and
Taxation Code).

Taking these observations into account, Exhibit III-C presents the recommended
taxing measures by business classification. General observations supporting the use
of gross receipts against the issues of equity, revenue generation and administration
follow thereafter.

- Eqaty — In terms of equity, gross receipts is generally considered to be
the most equitable tax basis available to local agencies. This measure of
taxation provides the City with a broad tax base. As a result of creating
a broad tax base, the City can develop tax bills that are reasonable and
that reflect varying business volumes, i.e., smaller businesses will pay an
overall tax bill that is relatively less than that paid by larger businesses.
Furthermore, business license tax rates are only applied to that amount
of revenue which is generated from business activity within the City,
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therefore avoiding "double taxation” for those businesses operating both
inside and outside the City. Finally, all businesses are treated on the
same basis, regardless of whether they are labor intensive or not.

 Revenue Genergtion — From the standpoint of developing a tax that
reflects changes in the economy, gross receipts is clearly advantageous.
Not only does this measure of taxation offer a broad tax base, thereby
permxmngrcvcnuetobeproducedatrelauvelylowtaxrat&butxtalso
allows for reasonable growth without adjusting tax rates, xnasmuch as it
is respensive to overall changes in the economy.

- Administration — Administratively, although gross receipts can be more
comphmtedthanaﬂatfee,mxpaycreomphanceneednotbeunneman
ly complex. Forms used for reporting gross receipts and determining tax
payments due can be developed to minimize compliance efforts. Like-

wise, apportionment guidelines used for determining those receipts
am’butabletobusxncssachwtymthe&tymbedmlopcdtomanmxze
ease of administration and compliance. How detailed and complex
reporting forms and apportionment guidelines are is attributable more to
the policy of the organization than to the fact that gross receipts is the
primary method of taxation.

Because of administrative and enforcement considerations, the business categories
of administrative headquarters, solicitors/peddlers, and special events are
recommended to be taxed on an alternative basis. Definitions of recommended
taxing measures are presented in Appendix D.

TAXING RATIOS

The next consideration in developing a framework for the revised business license
tax ordinance is the development of taxing ratios between different business
classifications. Recognizing that gross receipts by itself does not adequately
indicate the profitability of a particular business, tax rates should be determined

on the basis of variations in profit margins among different classes of business.
The use of taxing ratios allows the City to tax different classifications of business
activity based upon the general profitability of the business activity or the general
nature of business activity. For example, if the tax rate for those in Group 1 was
$.10, it would be $.20 and $.30 for those in Groups 2 and 3, respectively. Business
activity not specifically falling under one of the broad classifications of business
noted above would be taxed in Group 1, unless otherwise specified.
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Determining what is and is not an appropriate ratio is difficult at best. At the
outset, it is necessary to compute the ratio of net profit to gross receipts in order
to obtain the profit margin for different types of business activity. These figures
are seldom available locally, and they are not collected in California by either State
government or statewide associations like the Chamber of Commerce. As a result,
it is necessary to use national figures published by the U.S. Internal Revemue
Service from business income tax returns.

The figures from the Internal Revenue Service are actual receipts, and are widely
used by economists and others for purposes of determining the profit margin of
various classes of business. However, the figures do have limitations in that the
reports are nationwide in scope and may not completely reflect the nature of
business in the City of Lodi. Furthermore, timing of the reports is such that
publication is delayed for several years. Because of these limitations, it is
important that they be used only as a guiieline in determining taxing ratios in order
to avoid applying them unfairly to any particular class of business.

Profit margin figures are available from the Internal Revenue Service for
proprietorships and corporations. For purposes of establishing a ratio between
business classications, profit margin figures for proprietorships are typically used.
While fair for those engaged in business as proprietors, this approach also tends
to work to the advantage of corporanons because they are generally more
profitable than proprietorships.

Exhibit HI-D presents the minimum and maximum profit margin figures for each
broad classification reported for sole proprietorships. Appendix E presents the full

range of profit margin figures for sole propnctors by specific type of business
activity.

Services 11,15% 70.00%
Construction 14.06% 2230%
Public Uniiities 18.72% 51.75%
Profsssions 24.30% 67.88%

(a) Source: Statistics of income, Sole Proprietorship, Returns, Departrent of the Tressury, IRS, (1990)
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Key Components of tse Revir.ed Ordinance

In establishing taxing ratios, it is theoretically possible to establish a separate taxing
ratio for each business classification. However, available data would make it
difficult to defend these ratios, and the City would run the risk of imposing a
higher tax rate on some businesses than might otherwise be justified. By looking
at the general groupings of profitability, and using the minimum profit margin
figures it is possible to establish broad tax rate categories that are sound and
reasonabie.

Based on the groupings of profit margin data for proprietorships, the relatedness
of other business activities to these businesses, and the general practxm of local
ayencies clsewhere in the State, Exhibit III-E presents the xanos recommcnded
for setting tax raJes in Lodi.

Rental of Residential Property 10.4%-14.7%
Rental of Non-Residential Property

Professions 243%

'S
W INPRNDNN |t cda

() Excludes ratios for public utilties and wholesalers; see subsequent discussion.

-~

In comparing the recommended ratios against the more detailed profit margin
figures, wholesaling and public utilities have been recommended to fall in category
1 even though category 2 appears reasonable, To minimize adrainistrative issues,
wholesaling has been linked to the same taxing ratio as manufacturing and
retailing. With respect to utilities, legal stipulations require that this category not
be taxed at a rate higher than retail merchants.

The special business categories of solicitors/peddlers, and special events have not
been incorporated within the analysis of ratios in that they are recommended to
be taxed on methods other than gross receipts or cost of operations. Coin
operated machines would fall into group 1.
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Key Components of the Revised Ordinance

OTHER CONSIDERATIONS

A specific business classification has not been identified for home occupations.
Under this proposal, it is recommended that home occupations be taxed at the rate
consistent with the type of business activity undertaken. For example, if an

aoconnnngscmoewereﬁtabhshedasahomeoccupanon,thcbusmuswouldbe
taxedasaprofmonal.

SUMMARY
These rates are applied consistent with the revenue raising authority of the

business license tax ordinance. Based on these recommendations, a specxfic tax
rate structure is presented in the next chapter.
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Recommended Framework for the Business License Tax Ordinance

CHAPTER IV

RECOMMENDED FRAMEWORK
FOR THE BUSINESS LICENSE
TAX ORDINANCE

A modified tax rate structure has been developed for the City’s business license tax
ordinance based upon the recommendations previously presented regarding:

» Business classification structure
8 Taxing measures
s Taxing ratios.

The recommended tax rate structure and assumptions used to estimate the impact
of the revised structure follow. An assessment of the framework for the revised
ordinance is presented at the end of this chapter.

The amount of revenue to be generated through the revised ordinance is a policy
decision to be made by the City Council. To assess the impacts of the proposed
taxing structure, three alternative scenarios have been developed for review an
consideration. These proposals include generating: :

= $1,100,000
s $900,000
= $700,000

These revenue target amounts were selected to provide a range of revenue options
for the City Council’s consideration. Recognizing that the City currently generates
only .5% of general fund revenue from the business license tax, Option #1 would
bring the percentage of general fund revenue up to the Statewide average of 5.8

percent, and Option #2 would bring business license tax as a percentage of
general fund revenue up to 5 percent. The last alternative brings the City’s
business license tax revenue up to 4 percent of general fund revenues.

Page 31



-~

Recommended Framework for the Business License Tax Ordinance

Before tax rates can be established that will generate these identified revenue
amounts, it is necessary to determine the taxable base within the City. Taxable
base information includes both the number of businesses operating in the City by
business category and the resuiting gross receipts generated. In evaluating taxable
base, the primary source of information that has been used is Bureau of the Census
data. Because the City currently taxes businesses based on average number of
employees, gross receipts data was not available; the Census data presents average
gross receipts by type of business. For retail activities, trends from the State Board
of Equalization were used to estimate gross receipts. City records were utilized in
the analysis to estimate the number of businesses in each business category.
Taxable base figures are shown in Exhibit IV-A.

EXHIBIT IV-A ~ ESTIMATED TAXABLE BASE

Bervices 1,625 $200.374 $340,232.903 $340.232
Retal 758 - $471,960,000 ) $960,128
Recreation & 7 $180,501 $13,908.200 $13.908
Entertainment

Professional 300 $373.818 $123,983.779 $123.954
Contractor 728 $172625 @) | $125,671,000 $125,671
Wholesale 216 $4.334,47° $536.243,940 $596,243
Manufacturer 139 $7428.. 0 $1,032.575,140 $1,032,575

(a) Sowrce: City records

@) Source: U.S. Department of Cominerce, Bureau of the Census, 1987.

{c) State Board of Equalization, 1992. Figures discounted 5% 10 reflect sajes tax revenue generated from non-
rotail establishments.

{d) To mflact apportionment lasues associated with the construction trades, figure reflects 25% of average
gross receipts per contracior In the Sacramento metropolitan statistical arva.

Based on estimates of the number of businesses and total gross receipts generated
in the City, coupled with earlier recommendations regarding the business
classification system, taxing measures and taxing ratios, three alternative tax rate
options have been developed to generate $1.1 million, $900,000 and $700,000
respectively.  The tax rates generated from these alternatives are presented in
Exhibit IV-B. In addition to the resulting tax rates shown, it is recommended that
each business pay an additional charge of $15 to covcr administrative and related
costs. The detailed data used to develop these tax rate options are presented in

Appendix F.
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Recommended Framework for the Business License Tax Ordinance

EXHIBT IV-B ~ TAX RATE ALI'EI!M“VE! l
bdis b argets
A Foo Option #1 Option #2 Option 3#
$1.1 milion $900,000 $700,000
Manufacturer $15 $.30 $28 $.20
Public Utilites $18 $.30 $.23 $.20
Retall $18 $.30 $.25 $20
Wholesale $18 $.30 $25 $.20
Admin. Headquarters (b) $18 $.30 $.25 $20
Contractors $18 $.60 $.50 $.40
Recrestion & Entartainment $15 $.00 $.50 $.90
Rental of Residental Property $15 $.80 $.50 $.40
Rental of Non-Residential $18 $.50 $.50 $.40
Property
Services $15 $.50 $.40
Professions $15 $.90 $.75 $.00
(a) Rates apply per $1,000 of groes recelpts.
() Rates apply per $1,000 of the cost of operations.

These rates are based on a review of three factors: (1) the current rate structure
for all business categories recommended to be merged into these special
classifications, (2) consideration of reasonable rate growth, and (3) administrative
considerations. Coin-operated machines would be taxed the same as Group 1
businesses.

To assess the impacts that the revised rate structure will have on individual
businesses, sample tax bills have been prepared for each of the major business
categories. Exhibit IV-C presents the sample tax bills prepared. For each major
business category, the following information has been identified:

» Varying business volume shown in gross receipts
* Resulting tax bill under the currert ordinance
» Resulting tax bill, including options, under the proposed rate structure.
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Recommended Framework for the Business License Tax Ordinarce

Shown in Exhibit IV-C, there are significant opportunities to increase revenue for
the majority of businesses operating in the City of Lodi. The tax bills show that
the gross receipts tax structure is not regressive, therefore it does not cause a
greater tax burden on smaller businesses versus larger businesses. Instead, the
gross receipts tax structure promotes equity, ensuring that similar businesses are
treated similarly.

057

07

8107

882

57

42

$887

307

8107

a2

$42

1307
$8,100,000/3R 1000 557 $2,748 220 81,430
$4,100.000/GR 800 £307 81540 $1,040 3836
£3,700,000/GR 100 $107 81,125 540 s788
$1,800,000/0R ] "2 408 8418 £
$700,000/GA 8 se? 226 190 2106

{8} The Spre kv avereage rumber of smployees sseumes & fned place of tuminees,
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CHAPTER V
ADMINISTRATIVE
CONSIDERATIONS

In addition to adopting a system for classifying businesses and establishing a basis
for taxing businesses within each classification, it is also necessary to make certain

policy decisions with respect to the revised business license tax ordinance. This'

chapter identifies these policy decisions, as well as other opportunities for
improving the overall administration the ordinance.

This section outlines administrative and policy qucsnons that must be addressed
in the new ordinance. Suggested recommendations in each highlighted area are
also presented.

Define Business Classifications — Because the current ordinance did not
identify business classifications, the new business classifications must be
clearly defined. Appendix B includes definitions that can be used the
revised ordinance.

Administrative Fees — To cover administrative and related costs, it is recom-
mended that the City adopt an administrative fee of $30. This fee would be
charged to businesses that pay a business license tax, as well as those
business that are exempt from the tax, but required to display a business
license. A provision describing administrative fees should be mcludcd inthe
revised business license tax ordinance.

License Renewgl — Guidelines should be established for renewing a business
license. The current ordinance does not describe renewal procedures.
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— While the ordinance includes a provision for the
examination of records, there is no provision in the ordinance to ensure
confidentiality. Because the ordinance indicates that the City has the
authority to "...examine any papers, records, and memoranda...”
(Section 5.04.340), there should also be a provision that ensures that the
Collector or designee will not make known the business affairs, operations
or information obtained from the examination, except as it relates to the
business license tax paid. It is recommended that the provision be included
in the revised ordinance.

— There is no clear definition in the ordinance of the
designated "Collector” of the business License tax. In describing enforcement
powers, the Director of Finance is referenced (Section 5.04.360), however no
specific section defines the Director of Finance as the Collector. it is
recommended that the "Collector” be defined in the ordinance, including a
description of roles and responsibilities.

Enforcement — In order to maximize both equity and revenne generation
capabilities from the business license tax, appropriate measures should be
taken by the City to ensure that all businesses operating in the City are
licensed, and that those business licensed are in compliance with all
provisions of the ordinance. Supporting this area of enforcement, provisions
should be developed that will support the identification of new businesses
operating in the City by existing businesses. Examples include:

s Contractors reporting any subcontractors working with them on
assigned projects

» Supporting the above, contractors being identified for business license
tax purposes at the time bui'ding permits are taken out

s Retailers, serv:~es and others, identifying outside service providers that
they receive products and services from on a reoccurring basis

» Motels and other lodging establishments identify special events and
related activities scheduled for their facilities.

Other enforcement provisions include the establishment of internal cross
controls to check the validity of reported gross receipts.
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Constitutional Apportionment — The current business license tax ordinance
does not include apportionment guidelines. Pursnant to law, the City may
only impose its business license tax on business that is attributable to the
City. In many cases, businesses with a fixed location in the City will find

that all of their gross receipts are attributable to the City, and therefore will

pay a tax based on their total gross reccipts. However, in the case of busi-
nesses operating both inside and outside the City, apportionment can
become a consideration in calculating the amount of tax due.

To ensure that individual businesses apportion gross receipts in the same
manner as other businesses, it is recommended that the apportionment
guidelines be established and that the Finance Director, or designes 2ssume
responsibility for the administration of the guidelines.

Consumer. Price Index — One objective of the new business license taxing
structure is to ensure that revenues generated from the tax reflect changing
economic conditions. The use of gross receipts fulfills this objective in that
this taxing measure reflects changes associated with both volume and value
of goods sold. Flat fees and administrative fees, however, do not have any
inherent mechanism in place to reflect changing economic conditions.
Therefore, it is recommended that the administrative fee and flat fees all be
tied to the Consumer Price Index and be adjusted annually to reflect
changing economic conditions.

SUMMARY

This chapter has highlighted key administrative and policy decisions that need to
be resolved prior to drafting the revised business license tax ordinance. These

issues are in addition to the basic policy decision of how much revenue the new
taxing structure should be designed to raise.
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Assessment of the Proposed Ordinance

CHAPTER VI
ASSESSMENT OF THE
PROPOSED ORDINANCE

This chapter provides a summary analysis of the’ propos¢d business license tax.
structure from the perspective of equity, revenue elasticity/generation, ‘and
administration ease. Specific findings are summarized below and on the following'
page by study objective.

EQUITY |
The proposed business license taxing structure improves the overall equity of the
City’s business license tax based on the following:

s With the development of a business classification system, similar types of
business activity are treated similarly.

. memclmnﬁcmonsmdtngmoshavebemwabluhedtomppon
differential tax rates which recognize the general profitability of different types
of business activity and the practices found in selected survey agencies.

e With the development of a concise system of classifying businesses, all
business activity within the City, unless specifically exempted, is clearly
subject to the tax.

s By taxing the majority of businesses on the same basis of taxation, the overall
tax burden is distributed consistently and justifiably among all business
classes.

® By utilizing gross receipts as the primary basis of taxation, equity is improved
in that business volume and size are reflected in the calculation of total tax
payments due.
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Assesement of the Proposed Ordinance

s Brackets and caps o». the total tax payment have not been recommended to
ensure that taxpayers within the same classification pay the same tax rate per
31,000 of gross receipts. This ensures that the revised ordinance is not
regressive.

Incorporating these components in the revised business license tax ordinance will
ensure that similar businesses are treated similarly,

REVENUE ELASTICITY/GENERATION

Thcreviscdordinanoecnsuresthedbﬁityofthetaxtore;’icctchangcsinthev

economy and to generate revenue consistently in the following ways:

» The proposed ordinance relies on the use of gross receiy. s. without brackets,
for all major business classes as a measure of taxativn. As compared to
other measures of taxation such as average number of employees or a
bracketed gross receipts structure, straight gross receipts is more responsive to
overall changes in the economy. By using gross receipts, revenue yield is not
solely dependent on the addition of new businesses to the City or increases
in tax rates.

8 The resulting tax rates and related practices are competitive with the business
license practices found in the City's selected comparison agencies.

s Because of the broad tax base which results from the use of gross receipts as
a tax measure, revenue can be generated through the application of
reasonable tax rates.

The optional tax rates provide the City with opportunities for increasing revenue
without negatively impacting the business community.
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Assessment of the Proposed Ordinance

ADMINISTRATIVE EASE

Tke framework for the revised business license tex ordinance maximizes
administrative ease and compliance, while balancing concerns of eqmty,asfonowsr

. . Thepmposedadmancemchzdasamnasemdlogxcdwanofdamﬁmg;
business activity, creating 11 business categories. = -

- = With the development of a business classification system and Limiting the

number of different taxing measures utilized, audit and enforcement activities
of the ordinance are simplified.
: : = By eliminating the bracketed average number of employees tax rate structure,
: it is easier to compute and predict the tax payment due, and the tax structure
g is no longer regressive.
" » For those types of business activities where it is generally difficult to calculate
¢ gross receipts specifically attributable to the City, altemative tax measures
have been recommended.

By maintaining an administrative license fee, equity of the tax is ensured to
the extent that all businesses operating in the City are required to pay an
appropriate share of the City’s administrative costs related to the business

1
.

{

Y license tax.
) w It is further recommended that City staff develop and document apportion-
=~ ment guidelines. Cities in California are only able to apply the business
- license tax to :hat business activity that is directly attributable to the City.

For those businesses that operate both inside and outside the City, guidelines
assist the business owner in calculating those gross receipts that are directly
;o attributable to the City of Lodi

The administrative parameters provide City staff with tools to enforce the
~ ordinance more effectively and efficiently.
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Assessment of the Proposed Ordinance

SUMMARY

The areas of concerns addressed in the Overview Assessment in Chapter II have
been thoroughly addressed in this report. . By incorporating the proposed taxing
structure, and additional recommendations in the revised business license tax
ordinance, the City will achicve the objectives of equity, revenue generation and
administrative ease. These improvements will be realized regardless of how much
revenue is ultimately generated from the business license tax.
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APPENDIX A — RATE STRUCTURE IN CURRENT ORDINANCE
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5.04.020

o

5.04.040 Tax—Fixed plsce of
business.
Every person commencing, transact-
ing and carrying on at a fixed place of

_ business in the city any businesses other

than those enumerated in Sections
5.04.060 and 5.04.070 shall pay an
annual license tax based upon the aver-
age number of employses employed in
such business of fifteen dollars for the °
first employee, three dollars each for the
next nine employees, one dollar each for
the next forty employees and fifty cents
each for each additional employee. (Prior
code § 12-4)

504.050 Tax—No fixed place of
business.

Every person commencing, transact-
ing and carrying on at other than a fixed
place of business in the city any busi-
nesses other than those enumerated in
Sections 5.04.060 and 5.04,070 shall pay
an annual license tax based upon the
averege number of employees of thirty
dollars for the first employee, six dollars
each for the next nine employees, two
doliars each for the next forty employees
and one dollar each for each additional
emplovee. (Prior code § 12-5)

5.04.060 Thx—Flat amount.

Every person commencing, transact-
ing and carrying on in the city any
business enumerated in this section shall
pay & license tax as follows:

(Lodi 10-89). .




l-hqc Peciod Tax
Amusement rides and sim»

ilar concessions, chil-

dren‘s, peresch ..... month $ 500
Amusernent tides 804 sim-

flar concessions, sdult,

poresch ..... seeses  mOBY 10.00
Astrologers, fortuncieliers,

L quarter 250.00
ABCtiOneer .. covvevenns Quansr 2500
Bowling .ccecvecencone yoar 2400
Bowling and pool or dil-

cecerasneses yoar 30.00
Boxing aad wrenlisg day 20.00
Carnivals cooeerenenene day 100.00
Circosesand sidestows . day 100.00
Crane, ¢law or grad
permachine  qQuarter 25.00
sesecesns LX) &.} m
Dice or card games, per
.............. Quarisr 25.00
Junk desler (resident) ...  quarner 13,00
Junk denler (onresident)  quarter 30.00
Pawnbeoker covooeences Quaner 1500
Peddiers and solicitors . day 16.00
Paddiersasd sotichors. pen

sonally msaufactured

goods or produce ... quarter 6,00
Pool, biltierds .......... 24.00
Swimming pools ....... yoar 24.00
Theaters, ocoasionsl. . ... dey $.00
(Prior code § 12-6)

504070 Tax—Grape Festival.

For the purpose cf this chapter, the
Lodi Grape Festival and National Wine
Show, referred to in this section as *‘fes-
tival,” shall be considered to be a fixed
place of business within the city and shall
pay to the director of finance the sum of
twenty-five dollars per day during the
actuat operation of the festival. This sum
shall not constitute & tax against the fes-
tival, but shall be paid on behalf of all
concessionaires, exclusive of carnivals
and allied side shows, officially listed
with the director of finance by the festival
prior to the first day of actual operation,
who transact their business wholly upon

grounds operated by the festival. Each of
the officially listed concessionaires shall,
upon payment by the festival of the sum
of twenty-five dollars per day, be entitled
10 such license as may in this chapter be
required. Each such license shall be in
effect during the period of actual opera-
tion of the festival for business conducted
on festival grounds and shall be displayed
and be subject to all other provisions of
this chapter. (Prior code § 12-7)

5.04.080 Tax-—Home occupstions.
Every person commmencing, trans-
acting and carrying on in the city any
business in his home in a residential
zone, notas s nonconforming use, whose
annual gross receipts from such business
is one thousand dollars or less shall be
exempt from the payment of a license
tax, but shalil be required to obtain and

display = license issued by the directorof |-

finance without charge. Where the
annual gross receipts from such business
exceeds one thousand dollars, a license
tax as prescribed in Section 5.04.080

shall be imposed. Persons who, by reason: _
of age or infirmity, are physically unable . |-

to earn & livelihood through ordinary
means of labor or business.shall be
exempt from any tax oa business cone
ducted from their own bomes, as s home
occupation. but skall be required to
obtain a license to be issued without
charge. (Prior code § 12-8)

(Loal 1045)
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APPENDIX B — COMPARISON SURVEY
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APPENDIX C — BUSINESS CLASSIFICATION DEFINITIONS
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DEFINITIONS OF RECOMMENDED
BUSINESS CLASSIFICATIONS

Legal definitions and related terminology, will be drafted by City Attorney.
However, general definitions of each of the broad classifications referenced
previously are provided below.

Administrative Headguarters — Any business operation where the principal
business transacted consists of providing administrative or management-
related services suchb as, but not limited to, record keeping, data
processing, research, advertising, public relations, personnel administra-
tion, legal and corporate headquarters services, to other locations where
the operations of the same business are conducted which lead more
directly to the production of gross receipts.

Contractors — Any person who is licensed as a contractor by the State of
California and who undertakes to or offers to undertake to or purports
to have the capacity to undertake to or submits a bid to, or does himself
or by or through others, construct, alter, repair, add to, subtract from,
improve, move, wreck or demolish any building, highway, road, railroad,
excavation or other structure, project, development or improvement, or
to do any part thereof, including the erection of scaffolding or other
structures or works in connection therewith, is defined as a contractor.
The term contractor includes subcontractor and specialty contractor.

Manufacturers — Any person conducting, managing or carrying on a
business consisting mainly of manufacturing, packing, or processing any
goods, wares, merchandise or produce.

Professions— Any person, group, association, partnership, firm or corpora-
tion engaged in a profession or vocation licensed by the State, related to
a licensed profession or vocation, and/or requiring a period of specialized
training such as, but not limited to, physicians, dentists, attorneys, and
accountants.

Public Utilities — Any person engaged in the business of providing utility
services to the general public or to private businesses including such

services as electrical, gas, sanitary and garbage, cable televisicn and
telephone.

Recreation and Entertainment — Any person engaged in the business of
providing directly recreation, entertainment, or amusement services.
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Rental of Residential Property — Any person engaged in the business of .

renting or letting a building or structure to a tenant for purposes of
dwelling, sleeping or lodging (i.c., apartment, duplex, condominium or
other residential property rental excluding hotels/motels or single family
dwelling).

Rental of Non-Residential Properfy — Any person engaged in the business
of renting or letting a building or structure to a tenant for purposes of

conducting business (i.e., commercial retail space,  office: bnildmgs,
warehouses or other non-residential property use). (Note: As is the case
in other California jurisdictions, those included under this classification
are typically owners of the building, or those who are in the business of

leasing space for the express purpose of sub-letting. Space occupted by
~ the owner is typically exempt.

M—Anypcrsonconducﬁng,managingorcanyingonthe&xsiness
consisting mainly of selling at retail any goods.

Seryices — Any business providing services, repairs or improvements to or
on real and personal property; renting or leasing personal property to
businesses or persons; involving the operation of a hotel or motel;

providing services to persons such as, but not limited to, laundries,
cleaning and dyeing, shoe repair, barber and beauty shops, photographic
studios, and transportation.

Wholesale — Any person conducting, managing or carrying on the business
consisting mainly of selling at wholesale any goods.

» Miscellaneous — Any person engaged in a business not specifically taxed
by other provisions of this ordinance and not otherwise exempt.
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DEFINITION — GROSS RECEIPTS

Gross receipts is the total amount actually received or receivable from sales and/or
the performance of any act or service for which a charge is made or credit allowed.

Included in gross receipts are all:

s Receipts (cash received)
s Credits (sales on time)
® Property (taken in lieu of cash payment).

Excluded from gross receipts are:

» Cash and jobber discounts (which reduce selling price and ultimate receipt
s from sale).

» Any tax (such as a sales tax, use tax, gas tax, transient occupancy tax, real
property transfer tax) which is measured by the sales price and is included in
the purchase price and collected from the consumer or purchaser.

» Any refund that is granted, either in cash or credit, to a purchaser who
returns property upon the rescission of a contract of sale.

s _Amounts received by persons acting as agents, brokers or trustees, where such
amounts have been collected for and are paid to another party (e,
amounts collected by salesmen and transmitted to manufacturer or
distributor; trust funds received and transmitted by trustee; fees separately
itemized on statements and forwarded to a subcontractor or fee consultant
as payment for services rendered, provided that a list of subcontractors or
consultants and amounts paid is reported to the city; receipts collected for
and subsequently paid to a lessor, provided that the name of the lessor an
d the amount paid is reported to the city).

s Amounts received as refundable deposits, except those amounts that are
forfeited and subsequently taken as business income.

® Any credit that is granted for property proi:ided by the consumer or purchaser
as part of the purchase price (trade-in merchandise), provided that the value
of property taken is reported in gross receipts when sold to someone else.

s Bad debts, when credits are reported in total in the first year and prove
uncollectible in a subsequent year.
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DEFINITION — COST OF OPERATIONS

Cost of operations is the total amount expended for operating within the City
including, but not limited to, salaries and benefits, operating leases/rentals for
equipment and facilities, utilities, services and supplies, maintenance, and general
overhead expenditures. This shall not include non-cash expenditures for
depreciation and amortization.
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APPENDIX E

SOLE PROPRIETORSHIP — BUSINESSES WITH NET INCOLIE, 1990
(DOLLAR AMOUNTS ARE IN 1,000 OF DOLLARS)

CONSTRUCTION

MANUFACTURING
Food & Kindred Products
Textile Mill Products
Apparel & Other Textiles
Lumber & Wood Products
Fumiture & Fictures
Printing & Related
Leather
Stone, Clay & Glass
Primary Metal industries
Fabricated Metal Products
Machinery
Electrical
Paper & Allied Products
Other Manufactuting

PUBLIC UTILITY SERVICES
Local Transit
Trucking & Warehousing
Water Transportation
Alr Transpornation
Transponation Sesvices
Utilities

WHOLESALE

Wholesale Trade
Durable Goods
Non-Durable Goods

RETAIL
Building Materials
Lumber & Other
Paint/Glass/Walipaper
Hardware Stores
Nurseries & Garden Supply
Mobile Hcme Dealers

General Merchandise Stores
Variety Stores
Computer & Software Stores
Other General Merchandise

Food Stores
Grocery Stores
Retail Bakeries
Misc. Food Stores

Auto Dealers & Service
Motor Vehicle Dealers—New

1,530,577
271,133
20,085
1,289,379

263,164
5,972
es7
26,510
58,077
17,281
40,685
4,697
11,964
1268
12,846
42,025
8,511

*e

35,343

407,308
61,790
907.528
5,802
8,876
46,0334
26,001
10,849

1,572,379
264,809
167,110
117.6889

1,287,570
34,833
3,167
es’n
4,763
12,731
5.301

34,129
12,689

8,863
12,577

113,811
80,133
16,078
17.600

111,130
8,117

E-3

90,389,182
27,637,811
8,012,535
59,742,816

18,583,711
268,504
111,001

1,649,220
4,095,844
777,107
38,173,460
290,176
661,318
174,479
2,068,749
2,718,291
324,810
-

1,669,892

24,768,358
1,457,541
19,290,278
297,301
174,506
2,235,996
1,129,128
184,686

200,585,041
42,568,734
20,545,218
22,021,518

158,018,307
4,910,389
944,990
655,973
1,366,364
1,095,978
847,004

3,001,382
1,713,942

448,922
1.830,498

30,154,147
24,639,093
1,035,914
4,478,240

38,389,262
.,316,409

17,828,335} -

4,057,070
441,524
13,324,733

3,148,747
76,883
48,832

191,816
704,744 |

118,091
604,408
26,270
43,862
41,025
291,735
622,618
87,575

336,090

5,085,800
498,065
9,627,178
153,850
78,936
873,702
267,730
84,439

19,756,079
5,854,371
9,550,838
2,303,533

13,902,608
453,578
73,638
68,158
118,118
121,519
72,148

430,659
159,822

90,270
180.587

1,580,858
1,230,021
52,454
208,383

1,663,355
41,868

18.80%
S51.75%
45.81%
16.72%
23.71%

0.85%
13.75%

10.48%




APPENDIX E

SOLE PROPRIETORSHIP — BUSINESSES WITH NET INCOME, 1900
(DOLLAR AMOUNTS ARE IN 1,000 OF DOLLARS)

Wormen's Ready~To—Waear
Women's Accessory Stores
Family Clothing Stores
Shoe Stores

Misc. Apparel Stores

Fumiture/Homo Fumishings
Fumiture Stores -
Home Equipment
Household Appliance Stores
TV/Audio/Electronic Stores
Music/Record Stores

Eating & Drinking Places
Eating Places
Drinking Places
Catering Places

Misc. Retail Stores
Drug Stores
Liquor Stores
Used Merchandise/Antiques
Sporting Goodw/Bicycles

Vending Machine Sales
Door—to—Door/Telephone
Gift/Noveity/Souvenir Shops
Fuel Oil Daalers

Florists

Misc. Retail Shops

SERVICES
FINANCE/INSURANCE/REAL
ESTATE

Finance

Credit Agencies/Mortgage Bnks

Security/Commodity Brokers
Security Brokers/Dealers
Investment Advisors/Services

43,204
18,917
23,158

1418
16,230

53,034
4,761
8,018

10,305

14,466
6,040
8,535

78,607
21 .m
20,577
10,478
12,102

2,704

118,176
72,353
27,841
12.982

750,850
7.188
17,909
20,274
12,048
5,079
5,904

954,483
44,321
9,952

34,369
11,647
10.012

E4

7,440,634
4,196,142
20.178.873
622,043
2,625,081

4,526,024
7€0,518
1,142,113
108,780
082,112
882,358
604,050

9,542,885
39,967,224
2,200,124
1,785,309
1.284.295

256,843

17,167,000
12,228,345
4,708,380
235.284

51,396,329
4,937,000
6.452.980

971,620
979,048
837,571
1,145,073
8,170,156
1.327.423
19.374

176,207
1,334,805
444,253
10,968,180
2,214,856
973,117
2,155,333
14,029,235

42,868,973
3,508,510
311.488

3,102,022
821,264
732,720

414,604
325,487
649,525

27,817
203.954

570,424
62,837
64,080
97,248

200,337
45,260
70,553

1,210,969
418,981
416,994
158,047
183,785

$3,202

1,507,304
1,001,134
401,564
84,688

0,410,901
571,209
270,813
115,583
120,315

45,503
151,058
405,413
156.584

5.449
-

18,968
141,402
63,830
2,147,388
273,233
57,621
168,886
1.613.830

19.210,128
1,800,124
173.239

1,216,865
201,141
368,509

11.90%

7.14%
13.27%
15.63%
11.70%
28.13%

0.862%
10.50%
14.37%
20.71%
12.34%

7.04%
11.50%

44.81%
55.62%
38.12%

24.49%
50.02%

¥
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APPENDIX E

SOLE PROPRIETORSHIP ~ BUSINESSES WITH NET INCOME, 1900
(DOLLAR AMOUNTS ARE IN 1,000 OF DOLLARS)

Commodity BrissWExchanges
nsurance Agents/Brokers

ieal Esiate

Real Estate Property Mgrs

Misc - e
. Operator/Lessors

Real Estats Agents/Brokers

Title Abstract Companies

Subdividers & Developers

Misc. insurance Services

Misc. Finance & Rea! Estate

3ERVICES

{oteis/Other Lodging
Hotels/Motels/Tourist Courts
Rooming/Boarding Houses
Camps/Camping Parks

>ersonal Services
Coin—operated Laundry/Cleaning
Other Laundry/Cleaning
Portrait Studios
Beauty Shops
Barber Shops
Funeral Services
Misc. Pesonal Services

jusiness Services
Advertising (except direct mail)
Consumer Credit Reporting
Janitorial Services
Computer/Data Processing Service
Mailing/Repro/Art/Phota/Steno
Computer Repair/Maint/Leasing
Equipment Repair/Maintenance
Other Business Setvices

\utomotive Repair & Services
Auto Rental/Leasing :
Auto Parking
Auto Repair Shops
Auto Services (except repair)

Miscelleneous Repair Services
TV & Audio Equipment
Other Electronic Repair
Reupholstery/Fumiture Repair
Other Misc. Repair

RECREATION & ENTERTAINMEN"
Motion Fictures
Motion Picture/Video Production
Motion Picture/Tape Distribution

30,105
248,300
53,664

442,600

1,501,501
58,057
5268
322,003
110,877
79,520
7,828
14,763
903,277

254,032

195,570
54,610

181,884
10,712
41,521
33,760
88,822

406,280
54,334
24,830
11,994

E-5

1.638,038
15,820,418

23,434,045
1,439,127
492,088
691,341
15,817,196
>

1,291,709
342,624
39,410,768

97,472,837
1,960,782
1,488,410

474,372
[ 2]

21,577,458
1,115,205
3,688,320
1,338,200
5,882,861
1,152,196

874,414
7.526,062

438,474,983
3,908,517
104,625
4,184,041
2,960,209
2,499,151
225,870
1,484,730
33,120,950

17,734,736
20,235
a4

14,200,388
3.407.115

7,724,870

411,122
2,577,108
1,016,263
3,720,37¢

11,271,266
1,904,685
397,150
499,138

7,260,208

10,550,706
482,007
169,671

77,009
7.763,410
L 2]

966,254
172,850
1.518.718

27,269,910
247,080
170,985

78,085

6,835,321
150,341
1.059,731
833,543
1,784,651
500,929
120,013
2,812,213

15,940,831
894,575
43,845
1,752,890
1,679,507
968,282
158,113
903,750
10,119,009

2,560,234
12,833
-h

2,071.151
478.250

1,680,384
147,683
482,322
219,869
850,800

3,070,969
515,207
218,960
180,087

34.40%
11.15%

20.74%
A441%

27.9T%
12.60%
11.50%
18.09%

S1.68%
13.49%
28.57%
24.92%
30.00%
52.07%
13.63%
37.37%
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APPENDIX F — TAX RATE OPTIONS
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CITY OF LODI
FRAMEWORK FOR A REVISED BUSINESS LICENSE TAX ORDINANCE
OPTION #1 ($1,100,000)

[BUSINESS .

FCfLASSIFlCATlON .

Manufacturer 139 GR  $1,032,575 $15 $2,085 $0.30 $309,773 $311,858
Retail 758 GR $471,960 $15 $11,970  $0.30 $141,588 $152,958
Wholesale ' 216 GR $836,243 $15 $3,240 $0.30 $260,873 $284,113
Setvices 1625 GR $340,232 $15 $24,375 $0.60 $204,139 $228,514
Contractors 728 GR $125,671 $15 $10,920 $0.60 $75,403 $86,323
Recreation & Entertainment 77 GR $13,905 $16 $1,155 $0.60 $8,343 $9,498
Professions 330 GR $123,954 $15 $4,950 $0.90 $111,559 $116,509




4

CITY OF LODI :
FRAMEWORK FOR A REVISED BUSINESS LICENSE TAX ORDINANCE

OPTION #2 ($900,000)
| CLASSIFICATIO
Manufacturer 139 GR $1,032,575 $15 $2,085 $0.25 $258,144 $260,229
Retail 758 GR $471,960 $15 $11,370 $0.25 $117,990 $129,380
Wholesale 216 GR $936,243 $15 $3240 $0.25 $234,061 $297,301
Services 1625 GR $340,232 $15 $24,375  $0.50 $170,116 $194,491
Contractors 728 GR $125,671 $15 $10,920 »30.50 $62,836 $73,756
Recreation & Entertainment 7 GR $13,905 $15 $1,155  $0.50 $6,953 $8,108
Professions 330 GR $123,954 $16 $4,950 $0.75 $92,966 $97.916

(v g= §= 2A® Ww¥ JF® ¥¥ ¥FE® YYI Ty LY TrOVOUV V7 )
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APPENDIX G — SAMPLE TAX BILLS
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